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The Grand Valley Economic Index 

The Grand Valley Index of Economic 
Activity has been increasing since its low 
point in late 1980 when the index value 
was 102. A preliminary estimate of its 
value in November, 1981, is 107.9 . The 
growth in the index values since late 1980 
can be attributed to all of the components 
of the index except nonresidential con­
struction . Nonresidential construction ac­
tivity has been declining rapidly since 1980 
when the index reached its high point of 
190. The value of the Nonresidential Con­
struction Index in June, 1980, was 56. 
During the one-year period from January, 
1980, to January, 1981, the index value 
declined 55 percent, which means that ac­
tivity was less than half its level of one year 
before. The Bank Debits Index gives evi­
dence of a decline in overall financial activ­
ity early in 1980, and both the Employment 
Index and Power Consumption index show 
a decline in industrial activity late in 1980. 
The Grand Valley area is sens,itive to 
changes in overall economic activity as 
measured by the real U. S. Gross National 
Product. It is also especially sensitive to 
changes in heavy industrial activity as 
measured by auto sales. Prospects for auto 
sales and for the general level of activity 
through the end of 198 1 were used to pro­
ject the Composite Index to the end of 
1981. Some analysis shows that there is 
evidence of a short leading relationship 
between auto sales and economic activity 
in the Grand Valley area. 
The Composite Index is made up of a 
weighted average of five economic indi­
cators: bank debits, retail sales, residential 
and nonresidential construction, industrial 
power consumption, and employment, all 
of which are adjusted for seasonal varia­
tions and for the effects of inflation. 
An index has been prepared for the 
United States which makes use of approxi­
mately the same components that make up 
the index for Kent. Ottawa and Muskegon 
Counties. The movements of this index are 
shown on the accompanying chart, which 
gives some evidence of how local eco­
nomic activity compares with national eco­
nomic activity. The Composite U.S. Index 
is correlated with real U.S. Gross National 
Product movements. These movements re­
flect changes in the general economic health 
oftheU.S. 
The index and its components are pre­
pared by Dr. William Peterson, Professor 
of economics at GVSC . Inquiries and de­
tailed facts about the index can be obtained 
by writing to Dr. Marvin G. DeVries, Dean, 
F. E. Seidman College. 
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